Air Canada 


Annual Report 
AROS 1077 1976 


Table of Contents 


2 Board of Directors; Officers 
3 Report of the Board of Directors 
11 Statement of Income 
and Retained Earnings 
12 Balance Sheet; Auditors’ Report 
14 Statement of Changes 
in Financial Position 
15 Notes to Financial Statements 
18 Ten-Year Review 
20 Glossary of Terms 


Year at a Glance 


Financial 
Operating Revenues 
Operating Expenses 
Net (Loss) Income 
Invested Capital at Year-End 
Return on Investment 


Operations 
Revenue Passenger Miles* (000) 
Passenger Load Factor* 
Yield per Revenue Passenger Mile* 
Total Available Ton Miles (000) 
Operating Expense per Available Ton Mile 
Personnel at Year-End 


* Scheduled Services Only 


1976 URS oes % Change 
$1,057,484,000 $ 957,180,000 10 
1,017,719,000 917,876,000 11 
(10,455,000) (13,082,000) ** 
885,337,000  1,042,041,000** (15) 
6.5 5.1 
10,705,040 10,110,076 6 
61% 58% 
8.19¢ 7.78¢ 5 
3,175,289 3, 0759120 * 
32.05¢ 29.85¢ 7 
20,556 20,589 0 


** Some items restated to conform with 1976 financial statements 


Pierre Taschereau, Q.C. 
Chairman of the Board 


Claude I. Taylor 
President and Chief Executive Officer 


Board of Directors* 


Appointed by Governor-in-Council: 


William R. Allen, Q.C.f 
Toronto 


J. F. Cruickshank 
Halifax 


George Heffelfinger} 
Winnipeg 


Claude I. Taylor 
President & Chief Executive Officer 


Elected by the Shareholders: 


Pierre Des Marais II 
Montreal 


Geno F. Francolini 
Tillsonburg, Ontario 


L. C. L. Jolivet 
Vancouver 


André Monast, O.C. 
Quebec City 


Pierre Taschereau, Q.C. 
Montreal 


Officers* 


Pierre Taschereau, Q.C.**t 
Acting Chairman of the Board 


Claude I. Taylor 


President and Chief Executive 


Officer 


A. D. Bone 
Vice President 
Maintenance 


W.J. Brooks 
Controller 


M. H. Cochranet 
Vice-President 
Finance and Planning 


Maurice d’Amours 
Senior Vice President 


Marketing, Sales and Services 


K. J. Davis 
Vice President 
Flight Operations 


F.C. Eyre 
Vice President 
Personnel 


M. E. Fournier 
Secretary 


C. H. Glenn 
Vice President 
Fleet Planning 


G. J. Kendall 
Treasurer 


John W. McGill 
Vice President 
Marketing 


D. E. McLeod 
Vice President 
Public Affairs 


I. E. McPherson 
General Counsel 


K. E. Olson 
Vice President 
Purchasing and Facilities 


L. M. Raverty 
Vice President 
Technical Services 


D.C. Tennant 
Senior Vice President and 
Technical Advisor 


Ri T..Vaughan;O.C. Lip; 
Senior Vice. President 
Corporate Services 


D. Bryce-Buchanan 
Vice President 
European Region 


J.M. Callen 
Vice President 
Central Region 


Pierre Jeanniot 
Vice President 
Eastern Region 


J. P. Labrie 
Vice President 
United States and Southern Region 


H. D. Laing 
Vice President 
Western Region 


Executive Offices 

1 Place Ville Marie 
Montreal H3B 3P7 
Quebec 


* December 31, 1976 


** Appointed Chairman of the Board 


January 1, 1977 
+ Member of Audit Committee 


To The Honorable 
The Minister of Transport 
Ottawa 


Sir: 

The Board of Directors of Air 
Canada is pleased to submit its annual 
report for 1976. 

In many respects the year was one 
of progress, both financially and 
in service improvement. Productivity, 
yield and load factors all increased, 
and had it not been for the nine-day 
shutdown of the Canadian air trans- 
port industry, which cost Air Canada 
alone $22.5 million in net income, 
the airline would have registered a 
marginal profit. As it was, a net loss of 
$10,455,000 was recorded. 

Inflationary trends continued to 
exert severe pressure on the airline’s 
operating expenses, while general 
economic conditions in Canada led to 
a Virtual stagnation in domestic 
traffic which was offset to some degree 
by growth in other markets. 

Had Air Canada enjoyed a debt 
relationship more in line with indus- 
try norms, the Corporation would 
have experienced an improved profit 
position. Legislation which provides 
for a revision of the airline’s capital 
structure is now before Parliament. 

In the face of continuing cost 
pressures and a no-growth situation 
on the vital Canadian routes, the 
results represent a gratifying improve- 
ment over last year. An indication 
of the airline’s success at increasing 
efficiency is the employee productivity 
gain of 4% while efforts to improve 
aircraft utilization produced a load 
factor advance of three points from 
58% to 61%. 


Revenue 

Operating revenues passed the 
billion dollar mark for the first time 
in 1976, increasing 10% to a total 
of $1,057,484,000. 

Total traffic and yield each grew 
5% during the year to contribute to an 
increase of $100 million. Scheduled 
passenger revenue produced $90 mil- 
lion of this increase, while scheduled 
cargo services improved $8 million 
and charter revenue was down $8 mil- 
lion. Revenue from incidental 
services rose $10 million. 

Scheduled passenger traffic growth 
of 6% reflected new services to the 
United States and the introduction of 
incentive fares. Although traffic im- 
provements on the United States, 
Atlantic and Southern operations all 
exceeded 10%, the 1% growth on 
Canadian services was both disappoint- 
ing and a cause for concern. Scheduled 
cargo revenue improved 8% entirely 
as a result of traffic growth, with freight 
up 6% and mail up 24%, reflecting 
the postal strikes of late 1975. Charter 
revenue decreased due to the intro- 
duction of a competitive charter class 
fare on scheduled services and a 
general softening in the non-scheduled 
market. 


Expenses 

Operating expenses reached 
$1,018,000,000 in 1976, up $100 mil- 
lion or 11% from the previous year. 

Although average employment 
decreased for the second consecutive 
year, down 1% in 1976, continuing 
wage pressures saw total labour costs 
increase $40 million or 11%. A 4% 
improvement in employee productivity 
helped to limit the growth of this 
major cost element. 

Fuel expenses continued to 
escalate, growing 12% in 1976 and 
bringing the airline’s total fuel bill 
for the year to $190 million. Because 
fuel constitutes 19% of total oper- 
ating expenses, price increases neces- 
sarily have a major impact on fares 
and profits. 


Airport user charges paid to the 
- government increased $6 million 

or 26% in 1976. Added to this 
sharp rate escalation was a new per 
passenger security charge. 

Charges for depreciation and 
obsolescence were up by $6 million or 
6%, due primarily to the use for a 
full year of aircraft introduced in 1975. 

Interest on long-term debt was 
up $12 million or 19%. This increase 
was primarily attributable to the full 
year effect of aircraft leasing initiated 
in 1975. Offsetting this was an $11 
million gain in interest income from 
short-term investment of the funds 
generated through this innovative 
financing. 

The cost of providing satisfactory 
pension benefits for active and retired 
employees had a significant impact on 
the company’s expenses in 1976. Asa 
result of the triennial valuation by Air 
Canada’s actuary as at December 31, 
1975, the unfunded liability of the com- 
pany’s pension plans increased $63.4 
million to $92,226,000. This increase 
was brought about by improved pen- 
sion benefits, an increase in early retire- 
ments and high salary escalation dur- 
ing the three year period, coupled 
with a lower than anticipated yield on 
pension funds investments result- 
ing from poor stock market perfor- 
mance in 1973 and 1974. The 
impact of this growth in the unfunded 
liability required the Corporation’s 
special annual payments, which retire 
this liability, to be increased by ap- 
proximately $7 million to $9,878,000. 

The company has approved 
further adjustments to actuarial as- 
sumptions and benefits effective 
January 1, 1977 which will increase 
the unfunded liability by an amount of 
$36,449,000 and require additional 
special annual payments of $3,877,000 
to be made by the Corporation. 


Financial Position 

Long-term debt was reduced by 
$146 million during the year when 
the Corporation repaid $129 million 
to the Government of Canada and a 
further $17 million to other note- 
holders. Cash and short-term invest- 
ments were reduced by $86 million 
and working capital decreased $89 
million. 

Although total revenue increased 
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10%, growth in accounts receivable 
was limited to 7%, as a result of 

an intensified effort to accelerate col- 
lection and improve utilization of 
funds. 

No aircraft were acquired in 1976 
and the cost of property and equip- 
ment increased by $8 million. Total 
assets decreased $154 million. 

There was no need for additional 
financing during the year because of 
the 1975 aircraft leasing arrangement. 

Throughout the year the Cor- 
poration concerned itself with a re- 
examination of internal processes 
and took measures to apply a number 
of controls related to the fiscal man- 
agement and direction of the company. 


Markets — Canada 

The downturn in the growth rate 
of the Canadian economy was 
reflected in the disappointing passen- 
ger levels on Canadian routes. 

The airline carried some 7.5 mil- 


lion passengers on domestic services, 
down 1% from 1975. The shortfall 
in this important market, which com- 
prises 60% of Air Canada’s total 
operations, had a serious effect on the 
year’s results. ; 

In the economic environment of 
the last few years, Air Canada has 
recognized the need to be flexible in 
designing its schedules to relate to 
changing market conditions. To 
achieve this economic balance between 
capacity and demand the airline 
decided early in the year to cut back 
on underutilized flights and delay 
the introduction of new services. 

Planned non-stop service between 
Ottawa and Calgary, as well as a 
similar Montreal-Boston link and a 
new route to Portland, Maine from 
Montreal were all deferred because the 
company could not economically jus- 
tify this expansion, however minimal. 

In the same context, the non-stop 
service between Quebec City and 
New York was suspended in April 
and the transcontinental route through 
London, Ontario operated only in 
the summer peak period. In a co- 
operative venture with Great Lakes 
Airways, the airline was able to 
reduce its Toronto-London frequency 
with the Ontario carrier providing 
additional flights. 

Non-stop flights and increased 
frequencies between Canadian centres 
were provided for the traditionally 
heavy travel months of summer. A 
Toronto-Charlottetown non-stop flight 
was added for the summer market, 
as well as an Ottawa-Edmonton flight 
which proved popular. However, 
constant vigilance was maintained 
through the year to ensure that unused 
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capacity was withdrawn at the earliest 
moment in an effort to improve the 
airline’s short-term efficiency. In some 
cases aircraft types were changed to 
limit available seat miles. 

Passenger capacity was reduced 
2% over the year and in combination 
with a minimal increase in revenue 
passenger miles resulted in raising the 
load factor two points to 61%. 

Fares, too, reflected the changing 
realities of steadily rising costs. Air 
Canada and other Canadian airlines 
introduced an 8% tariff increase in 
April to recover imposed new costs 
and a further 4% in September to 
offset increased expenditures for fuel 
and a variety of airport user charges. 
At year end, domestic fares approx- 
imated levels in the United States 
despite significantly higher Canadian 
costs, and represented excellent value 
in comparison with European air 
tariffs. 

In an effort to attract additional 
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business immediately after the sum- 
mer peak, the company extended the 
applicability of its lower yield dis- 
count fares for senior citizens, 
families and group travel in Canada. 
Weekend restrictions that had 
previously applied were eliminated. 

Later in the fall, the airline un- 
veiled a domestic incentive tariff that, 
while limited, offered discounts up 
to 44% from existing economy fares. 
This Charter Class Canada fare was 
designed to fill seats that otherwise 
would go empty and encourage Cana- 
dians to travel within Canada. Because 
of the advance reservations require- 
ment, these new tariffs were not to take 
effect until early in the new year. 

The new levels replaced the former 
discount excursion fares. 

A further challenge to the airline 
was to maintain its high customer 
service standards in the more demand- 
ing environment of the times. To this 
end the company introduced movies on 
its L-1011 flights and extended its 
successful automatic ticketing to 37 
locations in cities throughout Canada. 
The speed, efficiency and accuracy 
of this ticketing procedure adds to 
passenger convenience and the air- 
line’s productivity. 


Markets International 

Traffic volumes on Air Canada’s 
international routes showed some 
improvement over 1975, but growth 
levels were far from historical pat- 
terns and Atlantic services experienced 
a drop in business. 

The airline transported 3.1 million 
scheduled passengers on its routes 
outside of Canada last year, an increase 
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of 10%. On services to the United 
Kingdom and the Continent a total of 
.7 million passengers were carried 
while travellers to the United States 
increased 11% to 2.1 million and 
Southern traffic was also up, growing 
1% to more than .3 million. 

Charter Class Fares were intro- 
duced to the United Kingdom to com- 
pete with charter carriers who do not 
have the obligation to serve off-peak 
periods. This low cost concept offers 
the advantage of charter rates with the 
convenience of scheduled service. 
Later in the year this fare level was 
also made available to some con- 
tinental destinations. 

Air Canada was able to introduce 
three new services to the United 
States thereby increasing revenue 
passenger miles 17%. Coincident with 
the summer schedule change, daily 
non-stop service was introduced 
between Toronto and Boston, Mon- 
treal and Cleveland. At the same 


time direct daily service was initiated 
linking Chicago with Calgary and 
Vancouver. 

There proved to be insufficient 
traffic to sustain the Cleveland- 
Montreal route and service was sus- 
pended in the fall. 

On all transborder routes the load 
factor was increased over the year 
by five points. 

Market demands were such that 
the company increased southern route 
capacity 8% and realized an equal 
growth in passenger volumes. A Cuba 
service was inaugurated from To- 
ronto and a low cost night-coach ex- 
cursion fare was introduced to attract 
new business to the company’s 
Florida destinations. The Nighthawk 
fare concept appealed to Canadians 
willing to travel weekends at irreg- 
ular hours and enabled the airline to 
improve aircraft utilization. 

Initially applied on an experimental 
basis, this fare proved sufficiently 
appealing that the company later ex- 
tended the applicable period to both 
Miami and Tampa and then expanded 
the program to Freeport in the 
Bahamas. 

Other travel inducement programs 
drew travellers to the company’s 
Southern destinations and while yield 
was lowered somewhat, the load 
factor was increased to 62% to im- 
prove the economics of that route 
segment. 

With the introduction of the peak 
schedule to winter destinations in 
the Caribbean, wide-body 747 service 
was introduced to Barbados. 

The cost pressure pattern was of 
course felt across the airline’s system 
with the result that Atlantic fares 
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rose an average of 8%, increases to 
the South were up three to five per 
cent and transborder rates were 
adjusted upward 7%. 


Other Developments 

Air Canada in 1976 continued its 
endeavors to provide a broad range 
of innovative and integrated travel ser- 
vices for its customers. 

Continuing its industry lead in the 
application of computer technology 
to airline needs, the company installed 
some 170 reservations terminals in 
travel agencies and special accounts 
offices during the year. This brought 
to 270 the number of such com- 
puterized units in operation at these 
sales outlets. The Department of 
National Defense joined three of Can- 
ada’s regional carriers as a customer 
for the airline’s automated reservations 
package. 

Internally, new high capacity 
computers were installed at the com- 
pany’s Dorval and Winnipeg computer 
centres. These enabled the airline to 
deal more effectively with maintenance 
inventory, accounting requirements 
and management information. 

CANAC Consultants Limited, the 
joint consulting arm of Air Canada 
and Canadian National, continued to 
provide transportation and associated 
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advisory services to international 
clients. Projects were underway in the 
Caribbean, Africa and South America 
during 1976, with developmental 
work in North Africa, the Middle East 
and Bangladesh. A civil aviation audit 
was completed in Madagascar and 
management assistance was provided 


to Leeward Islands Air Transport 
(1974) Limited. Technical support and 
training continued for the Tanzanian 
Civil Air Service. 


Subsidiary and Associated 

Companies 

Air Canada has a number of 
inter-company relationships in allied 
fields. Two of those affiliations 
represent investments carried at cost. 
Airtransit Canada is a wholly owned 
subsidiary incorporated for the 
purpose of the establishment, opera- 
tion and development of a demon- 
stration STOL system between Mont- 
real and Ottawa. With all operating 
losses absorbed by the Government of 
Canada, the service was terminated 
in April, 1976 and results have been 
forwarded to the Minister of Trans- 
port for evaluation. 

Air Canada owns a 26 percent 
interest in Air Jamaica (1968) Limited, 
the national carrier of Jamaica, with 
the majority interest held by the Gov- 
ernment of Jamaica. The residual 
investment in preferred shares which 
is being purchased by the Jamaican 
Government over the years to 1979 
amounted to $3.6 million at year-end. 

A number of investments in 
associated companies have been made 
by CN Realties Limited, with funds 
advanced by the airline. These include: 
MATAC Cargo Limited jointly 
owned by CN Realties and Marathon 
Aviation Terminals which constructed 
and operated a cargo facility at 
Mirabel International Airport. Discus- 
sions are under way with a view to 
converting this into a partnership in 
1977. 

Allied Innkeepers (Bermuda) 
Limited, which owns hotels in the 
Caribbean. CN Realties’ one-third 
ownership investment in this company 
was disposed of during the year, 
full provision for the loss having been 
made in prior years. 

Venturex Limited, wholly owned 
by CN Realties, was established to 
operate ABC Charters under the Air 
Carrier Regulations using Air Canada 
aircraft and is also involved in plan- 
ning and operating ground reception 
services. The net cost of operating 
Venturex is offset against Air Canada 
revenues. 

During 1976 Air Canada gave 


consideration to its ultimate participa- 
tion as a shareholder in CANAC 
Distribution Limited and decided to 
withdraw from this company, which 
was established for the planning 

and management of inter-modal 
international freight. Provision for its 
obligation in this regard was made 

in 1976 accounts in the amount of 
$310,000. 

Airline Maintenance Buildings 
Limited, which owns facilities at 
Toronto International Airport, is 
wholly owned by CN Realties. 


Air Cargo and Mail 

Total air cargo volume increased 
by 8%. Air Freight grew by 6% while 
express declined by 9% and air mail 
increased by 24%. Express and mail 
statistics were affected by a postal 
strike in late 1975 which distorts year 
to year comparisons. 

A single purpose aircraft dedicated 
to freight served Winnipeg, where a 
mixed passenger-cargo service had 
previously been provided. Calgary and 
Chicago were linked with freighter 
service for the first time and freight 
capacity was increased throughout 
Canada. 

Air Canada’s pioneer sea/air 
service from the Orient to Europe — 
by ocean carrier to Vancouver 
and onward by direct flights to Euro- 
pean destinations — grew strongly, 
increasing by 42% over the previous 
year. 

Charter cargo movements increased 
by 13% due in large part to the 


cooperative efforts of Air Canada, the 
Ministries of Agriculture and of 
Industry Trade and Commerce and 
Transport Canada in a united venture 
to support cattle exports. Air Canada 
introduced an improved cattle loading 
device which has increased the effi- 
ciency of carriage and has won the 
support of the exporting industry and 
concerned government agencies. 

The 747 passenger/cargo combina- 
tion aircraft introduced late in 1975, 
demonstrated its efficiency over the full 
year and has proved capable of carry- 
ing up to 50 tons of cargo in addi- 
tion to its normal complement of 
passengers. 

The company’s air express services 
were expanded to transborder flights 
to fill the gap left by the termination 
of REA (Rail Express Agency) ser- 
vices which had been available to all 
North American air carriers for more 
than 40 years. 

Volume on Expedair, the airline’s 
one day inter-city express service, 
rose by: 70% in the year. The service 
was extended on an experimental 
basis to points in the United Kingdom 
and Europe. 


Fleet and Facilities 

At year end the Air Canada fleet 
was comprised of 118 aircraft: six 
747s, 10 Lockheed L-1011s, 35 Doug- 
las DC-8s, 14 Boeing 727s and 53 
Douglas DC-9s. Two further L-1011s 
were leased for the peak travel season 
of summer. 

An additional DC-8 owned by the 
company is leased to Cubana Airlines. 
Two similar aircraft leased to Cubana 
were tragically destroyed during the 
year. Under the lease arrangement, the 
hull insurance was carried by Cubana 
and payable to Air Canada. 

A major modification program 
began in 1976 to refit three Lockheed 
L-1011 aircraft for added flight 
range. Modifications were completed 
on one aircraft and two more will 
be refitted early in 1977. The work 
consists of installing additional fuel 
capacity to extend range by 1,000 
miles. These modified aircraft will be 
used on routes over the Atlantic 
providing wide-body operations to des- 
tinations otherwise served by less 
competitive aircraft. 

A further program was launched 
to increase the efficiency of the Air 
Canada fleet by installing additional 
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seats in the Corporation’s 747s, 
L-1101s and DC-9s. The added cap- 
acity, when the full program is com- 
pleted in 1979 will be the equivalent 
of one new 747, one new L-1011 

and three new DC-9s. Cost of the 
program will be slightly more than $17 
million, representing a substantial 
saving over the estimated $90 million 
to purchase new aircraft. The recon- 
figuration also brings an 8% improve- 
ment in fuel efficiency. 

Fuel conservation continued to be 
a major preoccupation. Previously , 
instituted programs to modify operat- 
ing procedures such as speeds, cruising 
altitudes and route selection have 
achieved substantial fuel savings. The 
computer flight planning system 
which incorporates these standards 
was extended to a greater proportion 
of flights in 1976. 

Engine reliability improved during 
the year as new maintenance tech- 
niques matured and yielded gratifying 
results. Based on average time be- 
tween overhauls, which represents the 
flying hours an engine is utilized, 
maintenance productivity improved 
significantly over the last two years. 
Since 1974, the time between major 
overhauls for the Pratt & Whitney 
JT9D engine which powers the 747, 
has risen 82%; for the Rolls-Royce 
RB-211, powering the L-1011s, the 
improvement is 74%. 

Air Canada’s maintenance facil- 
ities and skills are marketed to other 
airlines and revenue from this source 
rose 20% over 1975, reflecting the 
addition of Cubana and Aero Peru to 


the number of international carriers 
utilizing the company’s resources in 
this manner. 

Work on the new line maintenance 
hangar at Winnipeg progressed on 
schedule during the past year. The 
facility is expected to be in operation 
in the fall of 1977. 


Personnel 

Air Canada has always recognized 
that its most important asset is its 
people. Throughout the year, Air Can- 
ada’s men and women continued to 
exhibit the qualities demanded by the 
high technology aviation industry. 

The year end total of 20,556 
employees was .2% below 1975 and 
the average staff level for the year 
was down 1%. Employee productivity 
in terms of the common industry 
measurement of available ton miles, 
rose 4%. 

Agreements were concluded with 
the Canadian Air Line Pilots As- 


sociation which represents company 
pilots and with the Canadian Air 
Line Employees Association on behalf 
of passenger and reservations agents. 
Winnipeg Finance employees voted 
to have the International Association 
of Machinists as their bargaining agent 
and, at year end, the company was 
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progressing toward a contract with that 
group. 

Air Canada’s progressive training 
program to meet present and future 
managerial requirements continued in 
1976. Initiated two years ago to 
acquire and improve business skills, 
this career development process was 


made available to men and women 
throughout the airline last year, bring- 
ing to 2100 the number of manage- 
ment and non-management personnel 
who have participated in the program. 
As well, the airline expanded its 
language training and translation 
programs to broaden the base for ex- 
tended use of the French language 
in the administration of the Corpora- 
tion and as a language of work. 
It is doubtful whether any other major 
Canadian service organization has 
done more than Air Canada in provid- 
ing bilingual service to the public. 
Acceleration of the airline’s efforts in 
this area reflects the national carrier’s 
sincere intent to do its part in re- 
specting the status of Canada’s two 
official languages. 


Outlook 

The entire Canadian air transport 
industry is undergoing a period of 
severe financial stress. Inflationary 


pressures, particularly in key areas of 
fuel prices and wages, are driving 
operating expenses upwards at the very 
time general economic uncertainties 
are seriously depressing the travel 
market. There is no immediate pros- 
pect of any substantial relief from 
these factors that lie largely beyond 
industry control. 

Adding to the financial burden is 
the range of government imposed 
charges Canadian airlines are exper- 
iencing for airport facilities that has 
no parallel on the international com- 
petitive airline scene. 

The challenge to airline manage- 
ment is clear. While the price of the 
product must reflect cost realities and 
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fare increases are unavoidable, this 
cannot be regarded as a panacea. 
Everything possible must be done to 
achieve higher levels of operating 
efficiency and to increase to the extent 
that is reasonable the productivity 

of fleet and manpower. 

This means in practice that airline 
scheduling must be more disciplined 
and realistic in relation to actual mar- 
ket demand. There is no reason why 
the public should have to pay for large 
numbers of empty seats through un- 
necessarily high fare increases. In early 
1977 Air Canada intends to begin this 
process of route rationalization with 
the suspension of four uneconomic 
transatlantic services to Moscow, 
Prague, Brussels and Vienna. The 
airline’s domestic operations will be 
reviewed and, while it is unlikely 
operations will be suspended to any 
community presently served, there 
will certainly be a need for some flight 
frequency reduction and a change 
of aircraft guage in some situations. 
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Inevitably, this will have some 
impact upon service convenience, but 
there is no alternative if Air Canada 
and the industry are to avoid increases 
in the price of air transportation on 
a scale that can only harm the travel- 
ling public and the airlines themselves. 

It may well be that current difficul- 
ties will have the effect of producing 
a more rational and disciplined air 
transportation industry in Canada. 
Certainly Air Canada is determined to 
improve its efficiency, while main- 
taining good service standards, and to 
return to the profit position that 
marked its activities for so many years. 
Considerable progress was made in 
this direction in 1976 and, barring 
present unforeseen difficulties, there is 
reason to hope that 1977 will see a 
further marked improvement in finan- 
cial performance. 

New Air Canada legislation 
which is presently before Parliament 
can have a considerable impact 
on the well-being of the national 
airline. Capital restructuring to 
provide a normal debt/equity ratio 
would have the immediate effect of 
relieving the airline of the very heavy 
burden of interest payments that have 
distorted the Corporation’s financial 
results for many years. If Air Canada 
had enjoyed such a debt/equity 
ratio, the airline would have exper- 
ienced only one small deficit in its 
40-year history. Provision in the 
legislation for a broadening of the 
Corporation’s powers will also equip 
Air Canada to more effectively engage 
in the future in travel-related under- 
takings in the same manner as other 
major world airlines. 

In this, Air Canada’s 40th 
anniversary year, the airline looks 
back with pride at the contribution 
that it has made to the national well- 
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being and forward with confidence 
to a future of efficient and purposeful 
public service. 


For the Board of Directors, 


Bee: Men ar 


Pierre Taschereau, 
Chairman 


La 


Claude I. Taylor, 
President 
and Chief Executive Officer 


Statement of Income and Retained Earnings 
Year Ended December 31 
(Dollars shown in Thousands) 


Operating Revenues 
Passenger 
Freight and express 
Mail 
Charter 
Incidental services-net 


Operating Expenses 
Flying operations 
Maintenance 
Passenger service 
Aircraft and traffic servicing 
Sales and promotion 
General and administrative 
Depreciation and obsolescence 


Operating Income 


Non-Operating Expenses (Income) 
Interest on long term debt 
Interest capitalized 
Interest income 
Gain on disposal of assets 
Other 


Loss Before Income Taxes 
Recovery of Deferred Income Taxes 


Loss for the Y ear 


Retained Earnings — Beginning of year, as restated 


Dividend 


Retained Earnings — End of year 


1976 1975 
$ 876,326 $ 786,439 
93,844 90,419 
24,975 19,850 
29,046 36,819 
33,293 23,653 
1,057,484 957,180 
296,045 268,685 
131,350 118,736 
115,663 101,019 
171,815 153,321 
135,668 121 102 
59,780 53,818 
107,398 101,195 
1,017,719 917,876 
39,765 39,304 
76,089 63,880 
(168) (1,951) 
(13,443) (760) 
(1,823) (473) 
1,350 3,540 
62,005 64,236 
22,240 24,932 
11,785 11,850 
10,455 13,082 
29,571 42,853 
(200) (200) 

$ 18,916 $ 29,571 
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Balance Sheet at December 31 
(Dollars shown in Thousands) 
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Assets 

Current 
Cash and short term investments 
Accounts receivable 
Spare parts materials and supplies 
Prepaid expenses 
Deferred income taxes 


Investment in and Advances to Other 
Companies — at Cost 


Property and Equipment 


Deferred Charges 


On behalf of the Board, 
Pierre Taschereau 
Claude I. Taylor 


1976 1975 

$ 64,738 $ 150,632 
136,887 127,818 
39,575 41,737 
2,213 3,060 
21,301 18,624 
264,714 341,871 
7,219 8,867 
874,424 947,784 
2,743 4,368 
$1,149,100 — $1,302,890 


1976 1975 
Liabilities 
Current 
Bank indebtedness $5 :7°17,0050.$. 7/213, 501 
Accounts payable and accrued liabilities 74,170 89,416 
Salaries and wages 40,701 35,243 
Unearned transportation revenue 52,764 32,451 
Interest and dividend payable 12,509 PLOT, 
Current portion of long term debt 52,849 52,195 
249,998 238,003 
Long Term Debt 861,421 1,007,443 
Deferred Income Taxes 13,765 22,873 
1,125,184 1,268,319 
Shareholders’ Equity 
Share Capital 
Authorized 250,000 shares par value $100 each 
Issued and fully paid, 50,000 shares 5,000 5,000 
Retained Earnings 18,916 pas Me Wa 
23,916 34,571 
$1,149,100 $1,302,890 


Auditors’ Report 


To the Honorable 
The Minister of Transport 
Ottawa 


We have examined the balance sheet of Air Canada as at December 31, 1976, 
and the statements of income and retained earnings and changes in financial 
position for the year then ended. Our examination included a general review of 
the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 

In our opinion, these financial statements are properly drawn up so as to 
give a true and fair view of the state of affairs of the corporation at December 31, 
1976, and the results of its operations and the changes in its financial position 
for the year then ended, in accordance with generally accepted accounting 
principles applied, after giving retroactive effect to the change in the method of 
currency translation as referred to in Note 2, with which we concur, on a 
basis consistent with that of the preceding year. 

We further report that, in our opinion, proper books of accounts have been 
Kept by the corporation and the transactions that have come under our notice 
have been within the powers of the corporation. 


Chartered Accountants 


Montreal, Quebec 
February 15, 1977 


Qe) 
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Statement of Changes in Financial Position 
Year Ended December 31 
(Dollars shown in Thousands) 


Source of Funds 
Provided from operations 
Additions to long term debt 
Proceeds from disposal of property and equipment 
Decrease (Increase) in investment in and 
advances to other companies 


Use of Funds 
Property and equipment and progress payments 
Reduction to long term debt 
Deferred charges 
Dividend 


(Decrease) Increase in Working Capital 


Working Capital — Beginning of year 


1 


Working Capital — End of year 


$ 14,716 


1976 1975 
$ 82,998 $ 77,386 
is 170,681 
2,359 1,695 
1,648 (440) 
87,005 249,322 
30,240 120,096 
145,669 52,052 
48 131 
200 200 
176,157 172,479 
(89,152) 76,843 
103,868 27,025 
$103,868 


Notes to Financial Statements 


1. Summary of Significant Accounting Policies 

(a) Property and equipment 

Depreciation and amortization is provided by the straight line method and is 
based on the following estimated useful lives: 


Boeing 747 16 years 
Lockheed 1011 15 and 16 years 
Boeing 727 14 years 
DC-8 14 years 
DC-9 12 years 


Ground equipment and facilities 5 to 30 years 
For accounting purposes, leased flight equipment is treated as though it is 
owned. 
Expenditures for maintenance and repairs are charged to operating expenses as 
incurred. Significant expenditures for modifications and betterments are 
capitalized. 
(b) Spare parts 
Provision for the obsolescence of aircraft spare parts, less their estimated residual 
value, is made by charges to operating expenses over the service lives of the 
related aircraft types. 
(c) Deferred charges 
Costs incurred in introducing new types of aircraft are deferred and amortized 
on a straight line basis over five years, commencing with the time each type is 
placed into revenue service. 
Financing and other deferred costs are amortized on a straight line basis over the 
period to which they relate. 
(d) Passenger and freight revenues 
Passenger and freight sales are recognized as earned revenue when the 
transportation service is provided. Unearned amounts are treated as current 
liabilities. 
(e) Capitalized interest 
Interest is capitalized on payments for major property and equipment additions 
made prior to their entry into regular service and is included in their cost. 
(f) Translation of foreign currencies 
Assets and liabilities are translated into Canadian dollars at year-end exchange 
rates except non-current assets which are translated at exchange rates prevailing 
when the asset was acquired. 
Gains and losses resulting from foreign exchange translation are reflected in 
income for the year. 
(g) Income taxes 
The corporation records income taxes on the tax allocation basis which recognizes 
the income tax effect on transactions when they are recorded in accounting 
income, regardless of when such items are recognized for tax purposes. These 
timing differences can result in deferred income taxes either being provided 
for or recoverable depending on when the items are recognized for accounting 
and tax purposes. 
(h) Pensions 
Unfunded liabilities as determined by actuarial valuation are funded by annual 
payments which are charged to operations over periods recommended by the 
actuaries and as required by the Pension Benefits Standards Act. The cost of 
funding current service pension benefits is charged to operations as incurred. 


2. Change in Accounting Policy 
During the year the corporation changed its accounting policy with respect to 
translation of long-term liabilities owing in foreign currency. The new policy is to 
use exchange rates in effect on the balance sheet date whereas in the past these 
liabilities were recorded at exchange rates prevailing on the date the debt was 
incurred. 

This change has been applied retroactively and the effect on reported losses 
is as follows: 


1976 1975 
($000) ($000) 
Unrealized gain (loss) 2,958 (1,072) 
Less: Income tax thereon 808 (463) 
Decrease (increase) in loss for the year 2,150 (609) 


{Hie} 


In addition the retained earnings at December 31, 1974 previously reported 
as $39,097,000 has been increased by $3,756,000 (after applicable income taxes) 
to reflect the retroactive adjustment of the cumulative translation gains up to 


that date. 


3. Spare Parts, Materials and Supplies 


Spare parts — cost 
Materials and supplies — cost 


Accumulated obsolescence 


4. Property and Equipment 


Flight equipment — cost 
Ground equipment and facilities — cost 


Accumulated depreciation and amortization 


Progress payments — cost 


5. Deferred Charges 


Aircraft introductory charges — cost 
Financing and other deferred charges — cost 


Accumulated amortization 


6. Long Term Debt 


Canadian National Railway Co. and 


Government of Canada — Notes and Debentures 


customarily renewed as they mature 
Demand notes — 3.5% 
6 months revolving notes — 8.1% - 9.2% 
Notes and debentures: 


Maturing Interest Rate % 
1976 5.2 
1977 5.2 — 6.6 
1978 6.5 — 7.0 
1979 5.6 — 6.4 
1980 6.7 — 7.2 
1981 4.2-8.8 
1985 5.9 
1987 a2 
1989 8.0 


51% % Notes due 1982/84 

6% Notes due 1983/84 

Aircraft lease obligations — 7.8% 
Other long term debt 


Current Portion 
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1976 
($000) 


58,602 
7,211 


65,813 


26,238 


39,575 


1976 
($000) 
1,165,935 
320,034 


1,485,969 


622,577 
863,392 

11,032 
874,424 


1976 
($000) 


6,541 


2,414 


8,955 
6,212 
2,743 


1976 
($000) 


27,000 
138,371 


33,360 
22,680 
67,000 
89,105 
48,844 
17,497 
67,069 


131,254 


642,180 


14,921 
54,077 
201,666 
1,426 


914,270 


52,849 


861,421 


197) 
($000) 


56,725 
6,780 


63,505 


21,768 


41,737 


1975 
($000) 
1,170,541 
312,179 
1,482,720 
_ 540,904 
941,816 
5,968 
947,784 


1975 
($000) 


6,541 
2,366 


8,907 
4,539 
4,368 


1975 
($000) 


27,000 
22030 | 


33,342 
33,360 
22,680 
67,000 
89,206 
49,110 
17,497 
67,069 
137,198 


710,933. 


20,969 
55,482 
210,618 
1,736 


1,059,638 


52,195 


1,007,443 


@) 


Long term debt repayment requirements over the next five years amount to 
$52,849,000 in 1977, $43,303,000 in 1978, $90,672,000 in 1979, $121,195,000 
in 1980, and $82,033,000 in 1981. 

Long term debt includes $142,661,000 payable in U.S. funds and $14,921,000 
payable in pounds sterling which are converted at current exchange rates. 


7. Deferred Income Taxes 

As explained in the note on accounting policies, the corporation follows the 
principle of tax allocation accounting. At December 31, 1976 a net deferred tax 
asset of $7,536,000 was created as a result of drawing down $11,785,000 of 
deferred taxes against the 1976 loss. The corporation believes sufficient earnings 
will be achieved in future years to make the recovery of the net deferred tax 
asset virtually certain, particularly because of the potential reduction in interest 
costs arising from the proposed restructuring of the corporation’s debt position 
as explained in note 8. 


&. New Air Canada Act 

“An Act respecting the reorganization of Air Canada” (Bill C-17) has been 
introduced before the House of Commons of Canada. In addition to broadening 
the powers and activities of the corporation the Bill provides for the restructuring 
of the long-term debt and share capital of the corporation. 

The Government has indicated its intention, under the provisions of the 
proposed Act, to convert certain of the existing debt into share capital. This action 
would result in a significant reduction in annual interest costs and changes to the 
schedule of long term debt retirement. 


9. Commitments 

Commitments for facilities and equipment amounted to $18,300,000 at December 

31, 1976. Rental payments due in 1977 under term leases in effect for facilities 

at December 31, 1976 amount to $11,738,000 (excluding leased aircraft which are 

included in long term debt). 

iS Bish were no commitments for the acquisition of aircraft at December 31, 
76. 


10. Pension Plans 
The present value of the actuarially determined unfunded liability of the Corpora- 
tion’s pension plans at December 31, 1976 is approximately $92,226,000 
(1975 — $28,800,000). This liability is being retired by annual payments of 
$9,304,000 (1975 — $2,861,000) to 1992 and $574,000 to 2027. 

Effective January 1, 1977, the Corporation approved adjustments to 
actuarial assumptions which will increase the unfunded liability by a further 
$36,449,000 to be retired by additional annual payments of $3,877,000 to 1992. 


11. Anti-inflation Act 

The corporation is subject to restraint of profit margins, prices, dividends and 
employee compensation under the terms of the Anti-Inflation Act and Regulations 
which became effective October 14, 1975. Based on available information, 

the corporation is satisfied that it has complied with the legislation in all material 
respects for the year ended December 31, 1976. 


12. Comparative Figures 


Certain of the 1975 comparative figures have been reclassified to conform to 
the presentation adopted in 1976. 
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Ten-Year Statistical Review 


Financial ($000) 
Passenger Revenue 
Operating Revenues 
Operating Expenses 
Operating Profits 
Net (Loss) Income 
Dividends 
Interest 
Shareholders’ Equity 
Notes and Debentures 
Total Assets 
Working Capital 
Operating Margin 
Return on Investment 


Operating 
Revenue Passengers Carried (000) 
Revenue Passenger Miles* (000) 
Available Seat Miles* (000) 
Passenger Load Factor* 
Yield per Revenue Passenger Mile* 
Freight Ton Miles* 
Total Revenue Ton Miles (000) 
Total Available Ton Miles (000) 
All-up Weight Load Factor 
Yield per Revenue Ton Mile 
Operating Expense per Revenue Ton Mile 
Operating Profit per Revenue Ton Mile 
Operating Expense per Available Ton Mile 
Average Aircraft Stage Length (miles) 
Average Aircraft Capacity (tons) 
Average Aircraft Utilization per Day 
(Revenue Block Hours)** 
Available Ton Miles per Employee 
Available Ton Miles per Revenue Block Hour** 
Personnel at Year End 


* Scheduled services only 
** Engines on to engines off 


1976 


$76,326 
1,057,484 
1,017,719 
39,765 
(10,455) 
200 
716,286 
23,916 
861,421 
1,149,100 
14,716 
3.8% 
6.5% 


10,860 
10,705,040 
17,686,463 

61% 
8.19¢ 
247,509 
1,458,307 
3,175,289 
46% 
72.51¢ 
69.79¢ 
2.73¢ 
32.05¢ 
623 

25.87 
7:36 


152,343 


1975 


786,439 
957,180 
917,876 
39,304 
(13,082) 
200 
65,445 
34,571 
1,007,089 
1,302,890 
103,868 
41% 
5.1% 


10,688 
10,110,077 
17,419,184 

58% 
7.78¢ 
233,507 
1,396,154 
3,075,120 
45% 
68.56¢ 
65.74¢ 
2.82¢ 
29.85¢ 
613 
24.64 
7:49 


146,052 
9,396 
20,589 


1974 


708,342 
848,582 
814,726 

33,856 
(9,225) 
200 
59,136 
44,097 
893,519 
1,167,947 
27,025 
4.0% 
5.0% 


10,748 
10,268,087 
16,126,825 

64% 
6.90¢ 
239,680 
1,390,515 
2,820,776 
49% 
61.03¢ 
58.59¢ 
2.44¢ 
28.88¢ 
578 
24.04 
8:04 


152,25) 
8,948 
21,167 


1973 


568,939 
698,050 
651,657 
46,393 
6,123 
200 
39,949 
D93022 
690,995 
995,893 
(61,925) 
6.7% 
5.8% 


10,054 
9,600,971 
14,399,100 
67% 
5.93¢ 
245,227 
1,349,491 
2,599,175 


133,243 
8,406 
20,567 
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473,400 
583,262 


8,359 
7,901,378 
12,169,049 
65 % 
5.99¢ 
223,524 
1,141,059 
2,215,234 
52% 
51.12¢ 
47.13¢ 
3.99¢ 
24.28¢ 
553 

21.64 
7:56 


124,221 
WeLID 
18,232 


1971 


410,407 
508,341 
480,085 
28,256 
1,662 
200 
31,861 
39,151 
631,602 
800,020 
22,747 
5.6% 
4.6% 


7,436 
6,426,830 
11,705,813 
55% 
6.39¢ 
201,493 
957,283 
2,122,442 
45% 
53.10¢ 
50.15¢ 
2.95¢ 
22.62¢ 
546 

20.85 
qe 


121,213 
7,376 
17,266 


1970 


387,486 
478,259 


7,464 
6,427,811 
11,207,267 
57% 
6.03¢ 
184,782 
946,241 
2,053,855 


116,116 
6,826 
17,447 
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1969 


She Pan 0h 
404,652 
386,188 
18,464 
1,548 
200 
25,246 
220129 
467,602 
594,912 
10,503 
4.6% 
4.8% 


6,563 
5,740,299 
10,058,407 
57% 
5.80¢ 
148,201 
788,528 
1,663,262 


1968 


328,137 


6,469 
5,616,011 
9,716,545 

58% 
5.84¢ 
122,916 
732,456 
1,503,770 
49% 
52.92¢ 
49.10¢ 
3.82¢ 
23.91¢ 
489 
15.30 
LOD 


89,558 
4,987 
16,656 


1967 


295,559 
345,611 
S29, pol 
15,880 
3,547 
200 
13,857 
16,630 
302,820 
387,451 
16,560 
4.6% 
5.2% 


6,393 
5,221,358 
8,054,458 

65% 
5.66¢ 
85,653 
649,870 
1,227,164 
53% 
53.18¢ 
50.74¢ 
2.44¢ 
26.87¢ 
447 
14.13 
8:38 


11,956 


4,333 
16,225 
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Glossary of Terms 


All-Up Weight Load Factor 
(%) the ratio: 
Revenue ton miles 


Available ton miles x 100 


Available Seat Miles 

Total seats available for revenue 
passengers multiplied by the number 
of miles those seats are flown. A 
measure of passenger capacity. 


Available Ton Miles 

Number of tons available for the 
carriage of passengers, cargo and mail, 
multiplied by the number of miles 

this capacity is flown. A measure of 
overall capacity. 


Express Ton Miles 

Freight Ton Miles 

Mail Ton Miles 

Tons of the applicable commodity 
carried, multiplied by the miles they 
are flown. Measures of commodity 
traffic. 


Operating Margin 
Operating profit as a percentage of 
operating revenues. 


Passenger Load Factor 
(%) the ratio: 
Revenue passenger miles 


Available seat miles x AOU 


Return on Investment 

Net income after income tax plus net 
interest expense before income tax 
expressed as a percentage of average 
investment. Investment is the sum 

of long-term debt and shareholders’ 
equity. 


Revenue Passenger Miles 

Total revenue passengers carried 
multiplied by the number of miles they 
are flown. A measure of passenger 
traffic. 


Revenue Ton Miles 

Total tons of all revenue traffic 
carried multiplied by the miles they 
are flown. An overall measure of 
traffic. 


Yield 
Average revenue per revenue passenger 
mile or revenue ton mile. 


Air Canada The First 


Forty Years 
1937 
9/7 


The First Forty Years Transcontinental Service Halifax on April 16, 1941. Oxygen 
In 1977 Air Canada celebrates Vancouver and Montreal were masks and box lunches were still 
two momentous birthdays marking 40 linked by scheduled passenger air the order of the day. 
years of service to Canadians. service on April 1, 1939. The 2,411 The outbreak of war somewhat 
On April 10, 1937 the Trans- mile flight took more than 14 hours. inhibited the young airline’s develop- 
Canada Air Lines Act was passed and Westbound, it was some 17 hours. ment. In September, 1939 it boasted a 
Canada had its airline. And on Sep- That same day, the fledgling airline fleet of five Lockheed 10As and 15 
tember 1 the small company made its inaugurated other intra-Canada Lockheed 14s. By the end of 1942 the 
modest operational debut with the services and early in the next year payroll had grown to 1,662 and 
flight of a 10-passenger Lockheed from | “transcon” operations were extended almost a third of those were women. 
Vancouver to Seattle, just 122 to Moncton. TCA became a sea-to- TCA’s operational centre during 
miles away. sea airline with the start of flights to these years was Winnipeg while 
its administrative headquarters was 
Montreal. 


A most exciting event was the 
inauguration of the Canadian Govern- 


The first route was a mail and pas- 
senger run. Within two years an 
overnight transcontinental service 
was in effect as far east as Montreal. 
Careful attention to mail service 
was to become such a tradition that 
Canada would lead the world in its 
development. 


ment Trans-Atlantic Air Service in 
1943 which was operated by TCA. 
A blockade of Britain interrupted 
mail delivery to Canadian troops and 
when spirits began to lag, the decision 
was made to modify Lancaster bomb- 
ers for the carriage of mail and a 

few passengers. TCA’s maintenance 
people participated in the conversion 
program. 

In all, nine of the converted Lan- 
castrians made a total of 500 Atlantic 
crossings by the end of 1945. In the 
process a west-east speed record was 
set for the 3,100 mile trip of 10 
hours, 15 minutes. 


Post War Growth 
Expansion was the hallmark of 
the post war period. TCA turned its 
attention to further development of 

its Canadian services and also added a 
number of United States destinations 
to its route map. In 1945, when the 
first of the DC-3s joined the fleet, the 
airline operated 28 aircraft with a 
total seating capacity of 369 — just 


four more seats than a modern 
Boeing 747. 

Two years later, an aircraft 
designated DC-4M1 rolled off the 
Canadair assembly line into history. 
Known popularly as the North Star, 
the Rolls-Royce powered airliner 
would do more than any other aircraft 
to make TCA a major international 
carrier. 

With the pressurized North Star as 
the backbone of its long haul oper- 
ations, the company looked south to 
expand its network. A Bermuda 
service was followed by links to the 
Bahamas, Jamaica and Trinidad 
and a year later, Barbados. In 1950 
Tampa became the airline’s first long 
stage route into the United States. 

The 1950s saw the acquisition of 
the Super Constellation, seating up 
to 75 passengers and with a range of 
4,000 miles. With two overseas air- 
craft types in the fleet, the company’s 
route structure expanded still further. 

The TCA Maple Leaf first ap- 
peared in Paris in 1951 and the next 


year in Dusseldorf. Southward, it was 
Mexico City in 1954 and Antigua in 
1958 while the Atlantic saw the 
addition of Zurich and Brussels in 
1958. 


In 1955 Trans-Canada Air Lines 
became the first North American 
airline to introduce the comfort and 
speed of propellor-turbine aircraft, 
when the first of 51 British-built 
Vickers Viscounts was introduced on 
Canadian routes. 

Cargo business was growing too. 
In 1953, TCA bought three Bristol 
freighters replacing an old Lodestar 
which had been in full cargo use since 
1948. In 1955, three North Stars were 
converted into cargoliners to 
develop new markets. 


The Jet Age 

The commercial jet age came to 
Canada in 1960 when the airline 
introduced the 550 mile per hour 
DC-8. Vancouver to Montreal became 
a five hour flight; Montreal to Lon- 
don just six hours. The North Star and 
Super Connie era was ended. 

It was in 1960 that the company 
opened its maintenance base at Dorval 
and in the ensuing years the airline 
concentrated its maintenance in the 
complex, phasing out its major 
overhaul work from Winnipeg. 

The famed name of Trans-Canada 
Air Lines became history when the 


airline changed its identity January 
1, 1965 to a more descriptive name — 
Air Canada. 

In 1966, Air Canada became the 
first North American airline to serve 
Moscow. At the same time a schedule 
was inaugurated to Copenhagen. A 
Canada-U.S. bilateral agreement 
concluded that year enabled the air- 
line to begin serving Miami and in 
1967 Los Angeles was added to the 
route map. 

It was during the sixties, too, that 
Air Canada retired many of its early 
piston-engined aircraft and became the 
first airline in North America with 
an all-turbine fleet, the latest addition 
to which was the DC-9. 


The Seventies 

The seventies began for Air Can- 
ada with the inauguration of service 
to Prague. Early in 1971, the first of 
the wide-body jetliners, the huge 
Boeing 747, was delivered and put into 
service on long haul domestic and 
Atlantic routes. 

A year later, the company 
introduced its Rapidair commuter 
service between Toronto and Mon- 
treal, featuring up to SO flights a day 
on the heavily travelled route. In 
1973, Air Canada launched its Lock- 
heed L-1011 TriStar on a number 
of Canadian routes, bringing wide- 


body service to major Canadian cen- 
tres for the first time. 

Canada and the United States 
reached agreement on a major bilateral 
in late 1973, opening up 18 new 
transborder routes to Canadian car- 
riers over the period 1974 to 1979. 
As a result, San Francisco became an 
Air Canada port-of-call in 1974 and 
Dallas, Fort Worth-Houston were 
added the next year. A new southern 
route also began in 1975 with service 
to the French Antilles islands of 
Guadeloupe and Martinique. Service 
to Cuba was initiated a year later. 


Air Canada and the Royal Canadian 
Mint have designed and struck a series of 
ten commemorative coins featuring the 
airline’s 40-year fleet. Limited editions will 
be available in silver and a larger number 
of nickel medallions are also being struck 
for numismatists. 


Maa 
Tomorrow 

The national carrier recorded its 
first billion dollar revenue year in its 
fortieth year of operation and 
as the fortieth anniversary dawns, its 
20,000 men and women can take 
pride in the efforts that have contrib- 
uted to Air Canada’s worldwide 
reputation for excellence. 

Electronic reservations systems 
and computer technology are common- 
place in today’s Air Canada and so 
is the dedication to the objective of the 
1937 TCA Act — the provision of 
“speedy and efficient” air transporta- 
tion and to serve Canada’s interests 
at home and abroad. 
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